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Money Supply in New Zealand 


VII—MONEY, PRICES AND ECONOMIC STABILITY 


MODERN PRODUCTION AND DISTRIBUTION of wealth, 
which are based on economic specialisation (i.e. 
division of labour) and economic co-operation, in- 
volve, day by day, innumerable exchanges of a great 
variety of goods and services. These exchanges are 
made by means of money which, by acting as a 
medium of exchange and a measure of values, facili- 
tates production and trade. The money valuation ol 
goods and services is expressed in prices, and these 
exert a powerful influence on the direction of the flow 
of labour and capital, the use of economic resources, 
and the nature and volume of business generally. 

In a competitive free enterprise economy, individual 
plans for production are made on a basis of expected 
costs, sale prices, and profits. Margins between costs 
of production and revenue from sales determine 
whether enterprises are worth starting and whether 
they expand, contract, continue or close down. Esti 
mates of probable price movements affect decisions as 
to when and how and where production shall be 
carried on. 

Goods are produced in expectation of demand, and 
demand is made effective through money. ‘To the 
extent of his money income, accumulated cash, and 
borrowings, each person is able to exert a demand for 
goods and services, and the aggregate demands of all 
persons exercise a dominant influence over the volume 
of production, trade and employment. It is this 
aggregate demand which is the most unstable element 
in those economic systems which are still based mainly 
on free enterprise. 


Price Fluctuations 


In an economy where production, trade and invest- 
ment are not subject to controls, prices move more or 
less freely in response to the varying demands of 
consumers and the reactions of suppliers. In such 
circumstances flexibility and instability of individual 
prices and lack of uniformity in price changes are 
inevitable, and it is not practicable, even if it were 
desirable, to iron out such fluctuations completely, for 
the fluctuations themselves act as a stimulus to enter- 
prise and economic progress. 

Superimposed on this pattern of variable individual 
prices there are also tendencies for general upward 
and downward price movements to occur. 

Price changes, whether individual or general, arise 
from many causes. Any condition that affects the 
supply of or the demand for any commodity is likely 
to affect its price. For example, prices may be affected 
by changes in fashions, customs and modes of living; 
in the efficiency of management, labour and business 
organisations; in industrial processes, methods, and 
materials resulting from scientific progress; in the 
relative bargaining strength of different groups within 
the community; in income distribution and the 
volume and direction of capital investment; in trans- 
port facilities, internal and external trade; in inter- 
national relations; and in population growth and 
migration. Each individual makes his plans for work 


and wealth in an inher¢ntly variable political, econo 
mic and international environment. Lo attain a high 
degree of general price stability in such an environ- 
ment it is necessary to have widespread practical 
co-operation and a co-ordinated policy in the whole 
field of trade, production, employment, investment 
and public finance, for prices are inextricably inter- 
woven into the whole texture of national and inter- 
national business. Stability obviously requires more 
than banking a¢tion and monetary devices, and is not 
attainable by the adoptian of a simple formula 
applied to one institution in one country. 

If the general price movements are small and 
gradual there is time for trade, industry, employment, 
standards of living, and the pattern of income distri- 
bution to become adjusted to the changes without 
serious economic and social disturbance. If, however, 
the general movements are large and rapid they 
become what are commonly known as booms and 
slumps. The prevention of these has been for many 
years a major subject of expert investigation and 
discussion in almost all countries and at several world 
conferences, and some useful progress has been made 
in the working out of national and international 
economic stabilisation plans. 


Money and Prices 

It is beyond the scope of this article to discuss the 
complex subject of economic stabilisation or even to 
deal fully with that part of it which involves the 
question of stabilisation of general prices. All that 
can be attempted here is a brief indication of the 
relation between banking operations and_ general 
price levels. 

A general price movement is influenced, though not 
necessarily determined, by the amount of money in 
circulation in relation to the volume of goods and 
services available to buyers; for, as already mentioned, 
demand is made effective through money, and _ prices 
reflect the interaction between demand and supply. 

If the supply of money is increased (or decreased) 
more rapidly than the supply of goods and services, 
there will be a tendency for prices generally to 
increase (or decrease) provided that there is no off- 
setting change in the rate of turnover or velocity of 
circulation of money. (See the article on pages 122- 
123 of the ‘Statistical Summary” for November, 1950.) 
This is an important qualification because the supply 
of money influences prices only to the extent that it 
is actively applied to demand for goods and services ; 
and over a period the total demand made effective by 
a given amount of money depends not only on the 
actual amount but also on the rate of its turnover. 


Bank Advances 

As the amount of money is increased when banks 
make advances or investments and decreased when 
they are repaid (see article on pages 79-80 of the 
“Statistical Summary” for August, 1950) banks can 
exert some influence on prices by increasing or de- 
creasing their advances or investments. Banks, in 





their lending operations, therefore have to take into 
account the need to assist production and trade by 
adequate loans to credit-worthy borrowers, and also 
the need to promote general price stability by not 
unduly increasing or decreasing the total amount of 
money in circulation. 


[he demand for bank advances arises directly from 
the productive activities of the people. “Though banks 
play a useful and essential part in assisting these 
activities, the total amount of 
pendent 


bank advances is de 
primarily on the volume and value of pro 
duction and trade, and their expansion or contraction 
is governed not only by what the banks are willing 
and able to do, but also by what producers and traders 
want to do 


While 


money 


it is true that banks increase the amount of 
in circulation when they make loans to their 
clients, the credit-worthiness which makes the loans 
possible is based on the assets of the borrowet1 
including his personal integrity, business efficiency, 
enterprise and productive capacity. The expansion o1 
contraction of bank advances depends, therefore, not 
only on the capacity and willingness of banks to lend 
but also on the desire of customers to borrow money 
in this way against pledged securities. ‘The desire of 
credit-worthy from the banks 
depends largely on the prospect of profitable use of 
bank 


persons to borrow 
accommodation and this depends on business 
conditions and trends and all the factors that affect 
production and Thus the level of bank 
advances is partly determined by commodity prices. 
ind in New Zealand great extent 
governed by external prices, i.e. by the prices of New 
Zealand's exports and imports. Local costs of produc 
tion and living are 
imported finished and semi-finished goods and raw 
materials. Prices of exports and imports are beyond 
the control of New Zealand banks, but when 
prices rise the legitimate requirements of bank clients 
bank accommodation to finance pro 

1 higher price-levels inevitably 


luction and trade at 
involve increased demands for bank advances. 


trade. 


these are to a 


costs. of affected by prices of 


these 


for customary 


Influence of Banks 


Banks can 


monetary 


framework of the broad 


Government 


within the 
policy of the exercise some 


influence over the total amount of money In circu 
lation and therefore over prices, by raising or lowering 
the rate of overdrafts, by 
greater or less readiness to lend for certain purposes 
buying and 
They can exert an influence over 
able to hold: they 


can make it easier or more difhcult to finance expen 


interest they charge on 


or on certain classes of security, or by 
selling investments 


the amount of cash people are 
I 


diture hether of a personal or business nature, by 
bank overdraft. They can stimulate new productive 
enterprises others, by exercising thei 
what is a sound and what is an 
unsound proposition. They can facilitate or hinden 
the smooth functioning of trade and finance. In 
short they can contribute much to economic welfare 


and discourage 


judgment as to 


It must not be assumed, however, that banking 
techniques are sufhcient in themselves to stabilize the 
general price level. Many of the factors which affect 


prices and production are bevond the control, or even 
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the influence, of banks. They cannot control the 
velocity of circulation of money nor the purposes for 
which money already in circulation is used. They 
cannot control the efficiency of the various factors that 
affect unit costs of production and that determine 
the quantity and quality of the goods produced by 
the expenditure of a given sum of money. They 
cannot control export and import prices. They can- 
not control the decisions of individuals and _ of 
Governments in respect of the lending and spending 
of money, the nature and direction of the flow of 
savings into capital expenditure, nor the proportions 
of the national income distributed among different 
classes of income receivers. 

The 
stability 


attainment of a high degree of economic 
is of course most desirable, stability being 
interpreted not as a complete absence of fluctuation 
of any kind but as the greatest reduction in the size 
and frequency of economic fluctuations that can be 
achieved without endangering the democratic system 
and progress. This objective cannot be 
achieved by monetary management alone. It requires 
the co-ordination of monetary policy with appropriate 
policies in relation to all the variable factors affecting 


economic 


production and trade. 

\s one of the means of achieving economic stability, 
monetary management makes its contribution by 
aiming at a due balance between the money supply, 
the level of incomes, savings, and investment on the 
one hand, and production on the other. 

For the reasons outlined above, in any discussion 
of inflation and deflation reference to the volume of 
money should be supplemented by a study of statistics 
of National Income and Expenditure. (See the article 
immediately following.) 


Summary 


The analvsis of the money supply in New Zealand, 
which has been undertaken in this series of articles, 
has led to several conclusions: - 

|. That the two major factors determining the 

volume of money in circulation in New Zealand 
are the balance ol external payments, and the 
amount of loans granted by banks to their cus 
tomers, including the Government. 

That short-term changes in the volume of money 
are of little significance. 

That in the longer run changes in the volume 
of money contribute to price changes, but may 
also be in part the result of price changes 

That the velocity of circulation of money is also 
important. 

That there are many factors besides the purely 
monetary ones which determine price changes. 
That a sound monetary policy on the part of 
the banks, the Government and the general 
public can contribute much to economic stability 
and progress, but that monetary techniques in 
themselves can have only limited success if non 


monetary policies disturb the equilibrium of 


the economic system. 


1951 
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Money and the 


THE PRECEDING ARTICLE has shown that the volume of 
money, on its owg#is an incomplete guide to causes 
of changes in prices, production and employment. 
There are many other factors besides the volume of 
money which cause economic instability; some are of 
a monetary or financial nature, others are not. The 
monetary factors may be considered under three main 
headings: — 


1. Non-Government Income and Expenditure 

We need to know, at any given aggregate level of 
incomes, how much of it will be spent on consumer 
goods and services, how much on capital goods, how 
much will go in direct taxation, how much will be 
saved and lent, how much will be saved and held as 
cash. Of the goods and services purchased, what 
proportion will be imported? How much money will 
the public want to hold? 

In the long run the volume of money adjusts itself 
to the desire of the public to hold money either for 
everyday use or as a form in which to hold accumu 
lated assets, i.e. as an alternative to acquiring invest 
ments such as securities, shares, mortgages, fixed 
deposits, property etc. An increase in the volume of 
money may be merely used to satisfy an increas: | 
desire on the part of the public to hold cash, (what 
economists call “liquidity preference’’), and thus have 
no effect on aggregate expenditure or on prices. 
Individual decisions to spend or save to lend or to 
accumulate cash depend on many things, such as 
incomes, taxes, the cost of maintaining conventional 
living standards, interest rates, social security schemes 
employment prospects, expectations concerning price 
movements, and so on. These are factors which need 
to be studied and understood, which influence demand 
for goods and services, and therefore might produce 
economic instability. The use of bank credit for 
private or business purposes (other than for working 
capital and for short-term financing) comes into the 
picture as a means whereby persons or businesses can 
finance expenditure in excess of present incomes, 
present borrowing, or past savings. The planning of 
the expenditure is the first step. Borrowing from a 
bank (if the bank is willing) is the means whereby 
the plan can be put into effect. 


2. Government Financial Operations 


So long as the portion of the total National Income 
taken by the Government and spent by it was small, 
the impact of public finance on economic stability was 
also small; but in these days that portion is large, 
reaching as high as one-half in some countries in war 
time, and being now about one-third in New Zealand. 
The money received from the public in the form of 
taxes and loans is redistributed in various wavs by the 
Government, with a surplus left over or a deficit 
incurred. The size of that deficit or surplus is 
important ; so also is the method by which the money 
is acquired from the public, for all taxes influence 
spending and savings and prices, and high taxes may 
be a deterrent to effort, thereby influencing the real 
size of the National Income. The manner of spending 
the Government's money is also important, for equal 


National Income 


amounts spent, for example, on public works, interest 
on the public debt, educational buildings, and salaries 
would have quite different effects on the National 
Income and its distribution. It is not only the size 
of the budget surplus or deficit which influences 
economic stability, but the whole pattern of public 
finance. 

The use of bank credit by a Government is merely 
one means by which it finances a programme of 
expenditure in excess of the funds it has available 
from other sources. In some circumstances such an 
excess ‘of Government expenditure may actually con- 
tribute to economic stability; in others it may not 


3. External Balance of Payments 


If in the making of payments between a country 
and the rest of the world there is an excess of receipts 
over payments, it means that non-residents are spend 
ing inside that country more than residents are 
spending outside it. Thus while there is a catise 
quential increase in the volume of money, something 
even more important has happened—there has been a 
net addition to aggregate demand and to incomes 
within the country which is greater than the actual 
balance-of-payments surplus, owing to the secondary 
effects of the initial impact of the additional demand. 
Therefore the balance of external payments is one 
of the most significant aspects of an economic system, 
and especially of any system in which external trade 
is large relative to the National Income, as in New 
Zealand. Here again it is not only the net surplus or 
deficit which matters; receipts and payments include 
current items (payments for goods and_ services), 
unilateral transfers (gifts, legacies, migrants’ remit 
tances), and capital movements which affect the 
creditor-debtor position of a country. The relative 
importance of each of these components in the total 
balance of payments is also significant. 


Conclusion 

In any attempt to analyse the economic situation 
in a country, and in particular to determine the causes 
of inflation or deflation, attention should be given 
not only to the volume of money and the causes of 
changes therein (these are of considerable interest 
and relevance) but also to the topics outlined above, 
namely— 

1. private incomes, spending, savings and invest- 
ment ; 

2. Government financial operations ; 

3. the balance of external payments. 

In recent years considerable progress has been made 
by statisticians in the technique of analysing National 
Income and Expenditure, covering ite? alia these 
topics. More or less standardised methods have been 
devised for calculating and presenting in tabular form 
the component parts of the National Income, showing 
how it is derived and how it is spent, what part is 
devoted to personal consumption, direct taxation and 
savings, analysing savings and investment, Govern 
ment revenue and expenditure, and so on. Statistics 
of this kind provide a far more useful picture of the 





economic system and guide to policy than can be 
obtained from the measurement of changes in the 
volume of money alone. National Income statistics 
are now prepared regularly by the New Zealand 
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Government Statistician, and published about August 
in each year. (The latest figures were reproduced in 
abbreviated form in the August, 1950, issue of the 
“Statistical Summary”’.) 





Current 


Relaxation of Import Licensing 


In a joint statement on 18th December the Minister 
of Customs and the Minister in Charge of Import 
Licensing announced a further relaxation of import 
restrictions. Acting on the recommendations of the 
Board of Trade, the Government has decided to ex- 
empt a further eighty-seven items trom import licens 
ing in 1951 if they are obtained trom “non-scheduled”’ 
countries, With few exceptions, goods not manutac- 
tured or produced in New Zealand may now be freely 
imported trom non-scheduled sources. 

Ihe items decontrolled by the latest order include 
carpets, Clocks and watches, textile piece goods other 
than woollen goods (this item alone involves nearly 
£15 million), pianos and most musical instruments, a 
large proportion of hardware, hollow-ware and iron 
mongery lines, commercial motor vehicles, motor 
cycles, tractors, graders, much agricultural machinery, 
adding machines and typewriters, and certain elec 
trical machinery and equipment. 

In addition the basic allocations for 37 other im- 
portant items have been substantially increased to 
coval price rises and, In some Cases, to give a greater 
volume of goods. Included in this class are various 
types of woollen goods, where increases of from 25 to 
100 per cent have been granted, gramophone records, 
Ihe amount of overseas funds made avail- 
able tor a large number of other items has also been 


and spirits 


increased, 

The latest group of items treed trom control 1s 
estimated to involve over (60 million in imports in 
1951. The original list of 326 exemptions announced 
on Sist July last, together with items since exempted, 
represent goods to the value of about £55 million, so 
that an estimated total of over £115 million of New 
Zealand's 1951 import trade is now freed from licens 
ing 

In accordance with Government policy, control is 
retained meanwhile over goods of a type which are 
manufactured locally. However, the Board of Trade 
intends to begin reviewing such cases in March, 1951, 
and it will give interested parties, including manufac- 
turers, importers and distributors, an opportunity of 
making representations. In a few cases already re- 
viewed, manufacturers were prepared to agree without 
further inquiry that import licensing should not be 
retained on products of the same type as they were 
making. It is expected that others will adopt a similar 
attitude, 

Ihe Board of Trade is continuing its review of the 
whole of the remainder of the import licensing system, 
including dollar imports, with a view to relaxing con 
trols as much as possible, 


Imports from Switzerland 


On 11th January the Government announced that 
as Switzerland was now a member of the European 
Payments Union it may be regarded as a soft currency 


Notes 


country for import purposes. Goods freed from import 
control may now be obtained from Switzerland with- 
out restriction and licences granted for imports trom 
other soft currency countries may be used tor imports 
from Switzerland. 

Foreign Exchange Transactions 

For the 1950 calendar year New Zealand receipts of 
overseas exchange through the banking system ex- 
ceeded payments by £14.5 million. ‘Total receipts were 
£213.6 million of which £85 million came from the 
export of wool. Overseas sales of butter and cheese 
realised £50.75 million, while meat export receipts 
amounted to £31.2 million. ‘Total payments of £199.1 
million included £162.8 million for imports on pri- 
vate and Government account. A detailed analysis of 
the foreign exchange transactions for 1950 will appear 
in the February issue of the “Bulletin”. 

Wool Sales 

The first round of the main 1950-51 New Zealand 
wool season’s sales was completed in December. 
Approximately 280,000 bales were sold, mostly new 
season’s greasy wool, but including a small quantity 
of stock and slipe. Prices remained about the same as 
those at the opening Auckland sale in November, with 
an average price per |b, of about 100d., or more than 
£140 a bale, so that total realisations were approxi- 
mately £39 million. 

The second round of sales opened in January and 
during the month prices generally rose by between 
20 and 30 per cent above the December closing rates, 
with a steadying tendency apparent at the end of 
the month when some prices declined by up to 10 
per cent on the second day of the Wellington sale. 

Though the prices for all classes of wool have risen 
substantially, the greatest percentage increase on 
prices over previous seasons has been for coarser 
wools 


Weekly Money Wage Rates Index Numbers 


The table on page 11 giving the index numbers of 
weekly wage rates for adult males is constructed, with 
certain exceptions, on the basis of awards issued vy the 
Arbitration Court. Thus the indices do not take 
account of any payments in excess of the award rates, 
of overtime payments, short-time deductions or wages 
tax. The main occupations included under the more 
important groups (which are shown in the graph) are 
as follows, the percentage weighting of each group in 
the “All Industrial Groups” index being given in 
brackets: 

Provision of: 

Food and Drink: (7.8)—Bakers, butchers’ and 
grocers’ assistants, freezing workers, dairy fac- 
tory hands, brewery and cordial factory workers. 

Building and Construction: (11.7)—Carpenters, 
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plumbers, bricklayers, painters, etc., 
eral labourers. 


and gen- 


Transport by Water: (7.3)—Seamen of all types 
(excluding deck officers) and waterside workers. 
Transport by Land: (13.6)—Railway and tram- 
way workers, and motor drivers. 
Working in or on: 
Wood, Wicker, etc.: (8.3)—Sawmill hands, coach 
and boat builders, and cabinet-makers. 

Metal: (10.2)—Covers the general, electrical and 
motor engineering trades, and watchmakers. 
The Land: (23.3)—Farmworkers, shearers, land- 

scape gardeners and nurserymen. 


Marshall Aid to United Kingdom 


On 13th December the Chancellor of the Exchequer 
announced that Britain and the United States had 
agreed to the suspension of Marshall Aid to the 
United Kingdom as from Ist January, 1951. The re- 
mainder of the European Recovery Programme will 
continue until 1952 as planned, and the United King- 
dom will continue to be a member of the Organisation 
for European Economic Co-oper ration and of the 
European Payments Union. Aid to the United King- 
dom ceased earlier than anticipated because the 
sterling area earned a net surplus of dollars during 
1950, and the mounting United States defence pro- 
gramme is expected to place a considerable burden on 
United States production. It is recognised, however, 
that the improvement in the United Kingdom's dollar 
position may be temporary and the resumption of 
dollar aid will be considered if necessary. 

Since the European Recovery Programme com- 
menced in April, 1948, the United Kingdom has been 
allotted aid amounting to $2,694 million, or nearly 
one quartet of the total; at the date of suspension 
about $200 million of this amount had not been paid, 
but would be received later. 


Of the $2,656 million allotted up to September, 
1950, $337 million was by way of loan, interest being 
payable as from 1952 and the principal being repay- 
able as from 1955. 

The purposes for which Marshall Aid dollars have 
been used by the United Kingdom are shown (partly 
estimated) in the following table: 


UNITED KINGDOM PURCHASES OF MARSHALL AID 
GOODS TO SEPTEMBER, 1950 
$ millions) 





Other 


Pons Total 
C’tries - 


U.S.A. | Canada 


Food 163 565 115 840 
Tobacco 172 - 172 
Raw Materials: 
Iron and Steel 30 ‘ 49 
Non-ferreus 33 2 ) 329 
Other 348 | 7 ‘ 491 
Equipment 143 . —- 148 
Oil Products 100 7 278 


Total geo | ¢§ 375 2,307 











In addition $80 million was spent on freights and 
bunkers. 


Considerably more aid dollars have been spent on 


imports from other countries than on imports from 
the United States, and these “offshore” purchases have 
been an important factor in enabling these other 
countries to balance their payments with the United 
States. Over the whole period, Marshall Aid has en- 
abled the United Kingdom to finance 12 per cent of 
its total imports, including more than half of its im- 
ports of tobacco, oil and aluminium, about haft of its 
wheat, and one-third of its cotton. 


The real value of Marshall Aid to the United King- 
dom is not measured merely by the physical volume ot 
goods received. It is best indicated in the words of the 
Chancellor of the Exchequer, who paid tribute to the 
United States for its “unprecedented generosity in 
giving freely to Britain at a critical moment in history 
the means to regain her economic independence and 
power 


1.T.O. and G.A.T.T. 


On 6th December, 1950, the United States Depart- 
ment of State indicated that the Havana Charter for 
the International Trade Organization (1.1.0.) would 
not be resubmitted to Congress. This means that the 
1.T.O. is unlikely to come into existence in the near 
future. Instead Congress would be asked to pass legis- 
lation which will make American participation in the 
General Agreement on Tariffs and Trade (G.A.T.T.) 
more effective. 


The Contracting Parties to the General Agreement 
have under consideration a proposal for the establish- 
ment of a permanent committee to supervise the work- 
ing of the Agreement, which was originally intended 
to be a temporary arrangement pending formation of 
the International Trade Organization. 


World Commodity Prices, 1950 

The remarkable changes in world prices tor basic 
commodities during 1950, and especially since the out- 
break of hostilities in Korea, are shown in the follow- 
ing table reproduced from ‘““The Economist” of 23rd 
December, 1950: 


WORLD COMMODITY PRICES 





1949 1950 
Commodity on 


and Unit Dex Sept 


Wheat (cents per 

bushel) 2164 2234 
Maize (cents per 

bushel) 131 t 1444 
Sugar, Cuban (d : 

per lb.) 4.38 
Cotton, U.S 

middling (cents 

per Ib.) | 
Wool, 56's (d 

per Ib.) | 71 81 143 170° 
lin (£ per ton) | 5994 600} S114 13024 
Copper, electrolytic | 

(cents per Ib.) 18.50 22.50 24.50 24.50 
Zine rch per lb.) 9.875 15.0 17.5 17.5 
Tungsten (s. per 

unit) | 
Rubber, R.S.S | 


4.30 5.85 


31.43 34.64 42.0 44.10 


92.50 126.9 235.0 367.50 


spot (d. per Ib.) 15 24 154 52 











Note: Monthly prices taken at last day of the month except 
those for wool which are monthly averages. 
* 12th December. 





JANUARY, 1951 
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(£N.Z. thousands) Liabilities and Assets 


LIABILITIES ASSETS 
Reserve ici Advances to State ; —, 
Ste y + S acteant’, 
State Banks Other Gold E wor tren Tuents a 8 Other rn 
1948* 48,930 13,228 LY) 380 2,802 65,090 10,496 1,698 | 35,182 437 
1949 51,312 11,384 3,8 355 3,223 | 48,995 41,855 3.482 | 37.628 907 
1950 2 55,126 15,562 23 115 4,269 | 51,319 56 | 31,313 5,096 | 52,245 
Figures for 
Week ending 
1950—Jan. 4 58,198 7,129 | 79,549 159 3,854 37,826 89 | 50,094 7,137 | 46,090 
8,006 —§ 81,997 124 3,862 | 40,479 89 | 49.795 5.081 | 47,573 
6,702 81,516 377, 3,879 | 40,989 88 48,658 3,645 | 47,179 
8,728 88,965 $28 3,894 40,960 88 48,658 | 10,671 | 49,044 





Average of 
Weekly Bank Demand Liabilities 
Figures Notes 


J 
A 
Wye, 
ih 


N= 


10,311 87,200 246 3,902 | 42.303 88 | 48658 8719 | 49,001 
11,489 | 85,338 353 | 3,925 | 42.4 +3 88 | 48.658 7,582 | 49,000 
12,017 | 83,792 922 | 3,942 | 43.478 88 | 48.658 | 5,414 | 49,000 
13,845 | 88,869 520 3,954 | 43,269 88 | 48,658 | 12,071 | 49,000 
18.060 85.326 617 3,959 | 46,227 88 | 48.658 9.184 | 49,000 
33,962 69,200 567 3,996 | 46.137 88 | 48.658 8.748 | 49,000 
38,040 64,181 586 4,006 48.338 88 | 48.658 5.753 | 49,000 
36,819 69,633 821 4,020 | 48,590 88 | 48,658 | 10,087 | 49,000 
34,195 | 69,277 618 4,027 | 47.344 88 | 43.658 | 8,598 | 53,000 
30,592 70,007 582 4037 | AF 1: 32 | 43.658 | 6,903 | 53,000 
19,810 68,433 636 4,085 7.988 82 | 31.658 | 6,529 | 53,000 
16,524 | 72,154 672 4,096 | 50,2 32 «31.658 | 4940 | 53,000 
16,245 76,991 873 31.658 8.034 | 53,000 
17,118 | 77,501 900 31.658 r. 53,000 
13,187 | 77,380 872 27,658 5,54 53,000 
11,614 | 80,075 922 27 53,000 
11.872 | 83,432 | 1,014 27, 53,000 
10,635 | 83,973 | 1,997 27,658 2) 53,000 
11,926 | 83,079 | 2,938 27 53,000 
9235 | 83,121 6,567 
14,413 82,063 327 
18,262 76,879 825 
12,922 8&7 3 


1 
14577. | 75.432 | 1.345 

1, 

1, 


wr 


\) = 
NP—rOND—unw 
ee 
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N\) =~ 
Oho 


t 


se 
hw 
A te WOW WW Www + hmv 
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N= & fo bo 
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27.658 4.689 | 53,000 
58,652 209 | 27,658 £5,094 | 53,000 
58,530 2 22,658 3,278 | 53,000 
58,140 2 22,658 | 3,497 | 53,000 
57,967 208 | 22,658 | 3,498 53,000 


6] 587 


7 
7 
7 
27 
61,096 82 | 27,65 4,969 53,000 
? 
7 


itty 
hr Oo 


SF 


11,526 $11 
13,920 302 
15,759 3 93] 
18,411 " 503 
11,520 72,615 932 
12,125 70,. 1,059 
10,590 72,2. 1,122 56,678 
10,804 68,781 1,088 4, 53,764 
14,617 68,185 1,014 407 | 53.368 
54.679 13,800 68,591 1,007 4422 53.038 
54,307 11,674 70,822 958 4,42 52.058 
54,333 14.061 | 69,061 1.111 
613 14,757 70,872 839 
236 17,358 67,855 QO9 
274 11,323 72,302 1,007 
594 12,653 | 69,095 970 25,974 | 3, 53,000 
,400 14,097 67,611 921 4,625 49°059 25,974 2,97 53,000 
514 16,496 66,958 903 4.62 19 286 | 25,974 | 3,17 54,241 
202 12,047 | 71,410 990 4,649 | 49.735 328 | 25,974 | § 54,178 
473 12,556 70,210 894 4,666 | 49.596 389 | 25,974 | 54,292 
908 13,417 | 64,997 1,444 4,675 | 49,900 2 25,974 3.069 | 53,288 
245 18,387 58,601 387 4,687 | 48,993 ao 25,974 2.810 | 54,034 | 
2,102 21.016 57,698 451 4,697 46.984 7 30,974 2,796 | 53,844 
62.216 18,099 62,579 556 4,697 47.946 35 30,974 3,558 | 54,178 


PO bo bo 


53.000 
53,005 


57.882 2 22.658 | 3.48. 
57.658 20 22,658 55! 

57,780 2 22,658 517 | 53,000 
57.414 207 117,658 | 3,43 53,000 
56,253 207 | 17,658 | 3,499 | 53,000 
17,658 77 | 53,020 
14.074 2 56.611 
20,974 862 | 53,076 
20,974 778 | 53,098 
21,974 : 53,000 
21,974 3,10. 53,601 
21,974 x, 55,446 
25,974 . 53,700 
25,974 3,206 | 53,244 


WMwWWwwhd Wo MRDdDdi hdr ee 
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OOO ww 
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1951—Jan. 3 61,968 19,323 | 62,647 18] 4.714 | 47,528 375 | 30,974 5,842 | 53,001 
60,196 22.062 61,375 308 1723 | 48.550 4° 30,974 3.698 | 53,584 
59,264 27,374 62,608 600 4.773 | 50.274 35.974 2.359 | 53,000 


* On and after 20th August, 1948, rseas assets and liabilities t to N.Z. currency at rate, £Stg.100 £N.Z.100 
Prior to 1950 the figures f ‘Other Exchange” are included under “Other Assets” 
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JANUARY, 1951 


II~TRADING BANKS 


(EN.Z. thousands) Liabilities and Assets 





Average of LIABILITIES (in New Zealand) ASSETS Unexercised 


Monthly T Overdraft 

ry Total Demand a le ao ins a Advances , 

Figures : Demand Time and Time Bankers’ | Net O’seas Securities and Authorities 
Liabilities Cash* Assets Govt Other Discounts 


1943 78,549 29,100 107,649 32,917 11,256 36,103 1,569 43,021 35,848 
1944 88,644 30,480 119,125 39,384 11,938 36,141 2,424 46,806 37,120 
1945 99,836 31,634 131,470 52,402 13,647 29,335 2,473 51,618 40,274 
1946 117,071 34,414 151,485 67,794 12,541 26,168 2,293 58,342 45,041 
1947 128,115 37,870 165,984 66,041 13,295 20,913 2,124 76,247 46,669 
1948* 138,211 40,403 178.614 68,814 13,464 16,953 1,942 86,470 50,650 
1949 150,699 39,016 189,715 86,120 14,526 12,856 1,813 81,981 57,686 
1950 167,526 39,787 207,313 86,674 17,362 11,730 1,677 94,065 64,178 
Last Wednes- 

day in Month: 


1949—Dec.21 161,669 39,673 201,342 89,480 15,320 11,731 1,769 80,027 61,755 


78,588 62,368 
84,359 63,005 
96,071 58,800 
91,176 61,751 


1950—Jan. 163,110 39,036 202,146 101,392 16,498 11,731 
Feb. 174,364 38,965 | 213,328 99,713 18,125 11,731 
Mar. 164,591 39,043 203,635 79,696 20,100 11,731 
Apr. 176,922 39,801 216,723 88.058 23.924 11,731 
May 173,680 40,231 213,911 94,284 23,634 11,730 90,936 62,641 
June 165,432 40,194 205,626 87.611 18,605 11,730 91,573 63,116 
July 163,306 39,800 203,106 86,307 16,169 11,730 i 90,607 64.714 
Aug. 157,556 40,084 197.640 83,534 12,302 11,730 1,652 97,819 64,285 
Sept. 157,883 40,834 198,717 81,797 13,374 11,730 1,649 96,473 64,143 
Oct. 162,324 40,094 202.418 83,610 13,927 11,730 1,646 97 087 67,889 
Nov. 164,530 39,827 204,357 83,751 9.670 11,730 1.636 | 105,113 66,274 
Dec.20 186,616 39,538 226,153 70,339 22.013 11,730 1.634 108,979 71,347 
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* Bankers’ Cash includes Notes and C-'», and Balances at Reserve Bank 


*% On and after 20th August, 1948, overseas assets and liabilities converted to N.Z. currency at rate, £ Stg.100 £N.Z.100 


TRADING BANKS’ ASSETS 


£N.Z. £N.Z 


INS MILLION 


BANKERS’ CASH ADVANCES AND DISCOUNTS 
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@ON AND AFTER 20th AUGUST. 1948 OVERSEA 
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CORRIGENDUM: 

Please make the following amendments to Table III 2. "Foreign 
Exchange Transactions of New Zealend Banking System" on page 10 of the 
January, 1951, issue of the Reserve Bank of New Zealand "Bulletin":- 


"Receipts = Other": For January 1949, "3,204" should read "1,259" 
“ ” 1950, "3,283" should read "1,744" 
Total for 1949, "21,476" should read "19,531" 

" ) 


"1950, "20,532" should read "18,988" 


"Balance of Transactions":For January 1949,"+3,329" should read "+1,3d)" 
” ° 1950,"+6,981" Should read 
Total for 1949, “-4,545" should read 

° " —§1950,"4+15,999" should read "414,455" 


Reserve Bank of New Zealeond, 
Wellington, 
February, 1951. 





JANUARY, 1951 


LN.Z 


thousands) 


V—EXCHANGE CONTROL—ANALYSIS OF TRANSACTIONS 


1. Receipts from 


Exports — Monthly 1950 





Butter 
Cheese 
Meat 
Wool 


Sub Total 
Sheepskir 
Pelts 
Hides and Skins 

Rabbitskins 
Sausage Casin 
Dried and 
Milk 


and 


served 
Casein 
Meat By 
Tallow 
Livestock 
Fish 
Fis! 

Oi 
Honey and Frui 
Tinned Foods 


Whale 


and 


Seeds and Peas 

Timber 

Manufactured 
Goods 


Sundry 


Total 


18,249 


20,420 


17,500 22.648 


. vp l 
1.640 
2,960 

10.050 


(pril May Jun July 
1,914 1,486 
1,497 
3,454 


> QQ? 


2,717 
625 

2,887 

6,294 


‘11,721 


( ) 429 


8&2 
16/ 


16 


306 


2? 


59 


17,582 | 22,079 14,186 


11,685 


Lug. 


} 


=2 
1,0/ 95 


970 
3,414 


3,19] 


8.6008 


503 


4] 
64 


10,486 


9,738 


17 


O4 
31 


12,666 


De 


$,235 
l 


1,66 
519 
391 


3,806 


58 
126 


26,160 


lotal 
36,177 
14,574 
31,194 
84,589 


166,533 


7,506 
3,338 

327 
2,445 


4,090 
675 
733 

2,293 
106 
620 


127 
627 
317 
3,268 
280 


493 
810 


194,588 





(£N.Z 


thousands) 


. Receipts 


from Exports — by Countries, 


1950 





Butter 
Chee s¢ 
Meat 
W ool 


Sub Total 
Sheepskins and 
Pelts 
Hides and Skins 
Rabbitskins 
Sausage Casings 
Dried and 
served Milk 
Casein 
Meat By-Products 
Tallow 
Livestock 
Fish 
Fish 
Oil 


Honey 


Pre 


and ‘Whale 
Fruit 

Tinned Foods 

Seeds and Peas 

Timber 

Manufactured 
Goods 


and 


Sundry 


Total 


Aus 


| tralia 
| 
' 


United 
Kingdon 


34,366 

VM pos 8 
30,877 17 
37,717 | 1,486 
115,712 | 1,51 
1,910 

846 

80 

904 


3,36 7 
501 
4&8 


14 | 


529 


267 


330 
153 


129,167 3,678 


Other 
Sterling 


Area 


349 
Q? 


56 


210 


SY 


45 
48 
l 


61 
168 


1,868 


U.S.A Belgian | French 
anada | Monet i caalinirs 

Area 

266 783 
1,084 85 ] 
3,076 | 9,246 
3,096 | 10,030 
9) 341 
30 27 
14 7 

13 


20 2 
( ) 4 19 
3,440 | 10,415 


22,611* 


4,519 


Ger- 
nany 


4,933 


1,835 


3,897 


1,102 


All 
ther 


7,122 


Total 


36,177 
14,574 
31,194 
84,589 


166,533 


7,506 
3,338 
327 


2,445 


4,090 
675 
733 

2,293 
106 
620 


127 
627 
317 
3,268 
280 


493 
810 


194,588 





* Includes £615,000 from American Account Countries 





10 


(£N.Z. thousands) 


III-FOREIGN EXCHANGE 
1. Net Overseas Assets (Revised Series)* 


JANUARY, 1951 





Last 


1947 


Wednesday 


in_ Month: 


Jan. 

Feb. 
Mar. 
Apr. 
May 
June 
July 
Aug. 


Total 


113,132 
119,501 
104,275 
105,805 
107,235 
109,384 
111,828 
105,750 

97,377 





Sept. 
Oct. 
Nov 


Dec. 


93,763 
83,348 
80,208 


Reserve 
Bank 


70,487 
77,521 
73,772 
80,512 
82,634 
83,848 
85,505 
69,705 
63,089 
56,601 
50,866 


52,8494 


1948 


Trading 
Banks 


14,331 
16,719 
15,864 
15,039 
14,662 
16,170 
14,839 
8,863 
9715 
9,886 
12,273 
13,2037 


Total 


84,819 
94,240 
89,636 
95,551 
97,296 
100,017 
100,344 


78,568 * 


72,804 
66,487 
63,138 
66,052; 


Reserve 
Bank 


50,770 
54,329 
58,227 
60,998 
65,652 
66,364 
62,756 
58,312 
54,832 
49.474 
46,961 
44,4187 


1949 


Trading 
Banks 


14,038 
15,536 
16,749 
16,730 
16,598 
13,623 
15,281 
13,435 
11,166 
12,691 
13,141 
15,3207 


Total 


64,809 
69,865 
74,975 
77,728 
82,250 
79,987 
78,037 
71,747 
65,998 
62,165 
60,102 
59,738} 


Reserve 
Bank 


46,862 
49,179 
54,076 
58,362 
65,607 
68,411 
67,340 
66,099 
57,635 
54,916 
53,871 
50,971 


7 


1950 


Trading 
Banks 


16,498 
18,125 
20,100 
23,924 
23,634 
18,605 
16,169 
12,302 
13,374 
13,927 

9,670 


22,0137 


Total 
63,360 
67,304 
74,175 
82,285 
89,241 
87,016 
83,509 
78,402 
71,009 
68,843 
63,541 
72,984+ 





°F 


figures 


(£N.Z. thousands) 


2. Foreign Exchange Transactions of New Zealand Banking System 


oreign exchange and overseas investments held by the New Zealand banking system in respect of New Zealand business, less overseas liabilities. The Reserve Bank 
include not only sterling exchange as formerly, but also other foreign exchange holdings and overseas investments 


* On and after 20th August, 1948, overseas assets and liabilities converted to N.Z. currency at rate, £Stg.100 = £N.Z.100. t Last Wednesday before Christmas 





Calendar 
Month 


Jan. 
Feb. 
Mar. 
April 
May 
June 
July 
Aug. 
Sept. 
Oct. 
Nov. 
Dec. 
Total 


139,203 


RECEIPTS 


Exports 
12,278 
14,858 
15,747 
13,238 
16,226 
11,353 
9,859 
6,438 
8,079 
7,615 
10,821 
12,692 


Other 


3,204 


1,603 


2,119 


1,659 


1,605 
1,497 


1,395 
1,869 


Lsss 


1,519 
1,365 


1,862 
21,476 


1949 
PAYM 

Imports* 
10,184 
8,837 
10,5¢ IO 
9,573 
10,222 
10,619 
9,205 
9928 
12,438 
11,118 
IZ, 122 
11,788 
126,630 


ENTS 

Othert 
1,969 
3,190 
Sele 
2,805 
3,258 
4,044 
3,314 
3,926 
2,726 
3,445 
2,150 
4,550 

38,594 


} 


Balance 
o 
Transactions 


+ 3,329 
1 4.434 
+- 4,053 
+ 2,519 
- 4,351 
1,813 
1,265 

- 5,546 
5,307 
5,429 
2,086 
1,785 

- 4,545 l 


RECEI 
Exp 
18,249 
17,500 


yrts 


22,648 


17,582 


22,079 


14,186 


11,685 


10,486 

9,738 
11,609 
12,666 


26,160 


94,588 


PTS 

Other 
3,288 
1,657 
1,430 
1,445 
1,834 
1,699 
1,817 
1,980 
1,138 
1,278 
1,539 
1,426 


20,532 


1950 


PAYMENTS 


Imports*® 
12,238 
12,749 
13,066 

9,403 
14,099 
15,130 
11,994 
14,566 
16,011 
14,338 
15,476 
13,695 


162,767 | 


Othert 


2,318 
3,133 
4,365 
2,754 
3,272 
3,392 
3,701 
4,040 
1,466 
3,326 
2,113 
2,474 


36,354 


Balance 
of 
Transactions 
+ 6,981 

3,274 
+ 6,647 
+ 6,870 
+ 6,543 

2,637 

2,194 
- 6,140 
- 6,601 

4,777 

3,384 

11,417 
+. 15,999 


I 
= 





* Includes estimated payments for Government imports and after September, 1949, small amounts for certain imports previously included under “Other.” 
t Includes small payments for imports into the Cook Islands, formerly included under ‘‘ Imports.” 


IV—BANK DEBITS AND VELOCITY OF CIRCULATION* 





January 
February 
March 
April 

May 

June 

July 
August 
September 
October 
November 
December 


Monthly 
Average 


1938 
Index of 
Velocity of 
Circulatior 

(Base 
1938 =100) 


( 


91 
103 
123 

99 

90 

93 

93 

94 

92 
101 
102 
120 


100 


Free 


Deposits 


£N.Z 


126.7 
i: 
i 
134.9 
134.4 
133.8 
ie 


129.7 


32.6 


32.7 


30.4 


127.6 
127.4 
127.4 
13t.7 


130.8 


1948 


Bank 
Debits 


Millions) 


??] 


171.8} 22 
194.5 
230.7 
213.5 
183.7 
193.2 
173.7 
176.8 
178.0 


250 
297 
274 
236 
248 
223 
227 
229 
204 
231 


269 


158.5 
179.4 
209.5 


188.6 | 242 


Index ¢ 
Bank 
Debits 


Owr*°nran»anag;auwda 
Tome UaHaRSRSARNE 


or 


59 


160.7 
199.8 
254.5 
188.6 
211.0 
187.8 
179.1 
191.1 
186.1 
181.1 
195.2 


| 224.0 


137.0 
142.5 
139.6 
142.0 
143.8 
146.6 
146.2 
143.3 
142.0 
141.2 
141.2 
146.1 


142.5 196.6 


1949 
Index of 


Bank 
Debits 


Base 


207 
257 
327 
243 
271 
241 
230 
246 
239 
233 


251 


288 


2 


3 


Index of 
Velocity of 
Circulation 


1938 = 100) 


48 
58 


aocvraagn»gwgd ow si 
CUOMO ARESHWSEAH 


57 


Free 
Deposits 


(£N.Z 


150.8 
159.1 
156.8 
162.7 
166.0 
162.9 
155.5 
152.1 
151.1 
152.0 
153.6 
168.6 


157.3 


Bank 
Debits 


Millions) 


202.4 
241.3 
287.5 
214.0 
263.0 
243.2 
215.9 


235.9 


1950 


214.6 | 


233.4 
254.1 
320.9 


243.8 


Index of 
Velocity 
Circulation 
938 


55 


75 
54 
65 
61 
57 
64 
58 


63 





NOTE.—Free Deposits: Monthly average of weekly totals of trading banks’ non-interest bearing deposits, excluding Government deposits 
Totals include cheques drawn against ovedrawn accounts 


Bank Debits: 


Estimated total bank debits, excluding Government debits 
as well as debits against free deposit accounts. 
Velocity of Circulation: Total monthly debits divided by the monthly average of free deposits. m" 
* For monthly averages 1935 to 1949 see page 123 of the November, 1950, issue of the “‘Statistical Summary”. 





JANUARY, 1951 


(£N.Z. thousands) 


V—EXCHANGE CONTROL—ANALYSIS OF TRANSACTIONS 
1. Receipts from Exports — Monthly 1950 





Butter 
Cl ese 
Meat 
Wool 


Sub Total 
Sheepskins and 
Pelts 
Hides and Skins 
Rabbitskins 
Sausage Casings 
Dried and Pre 
served Milk 
Casein 
Meat [Py 
Tallow 
Livestock 
Fish 
Fish and Whale 


Tinned Foods 
Seeds and Peas 
Timber 
Manufactured 

Goods 
Sundry 


Total 


18,249 | 17,500 


1.640 
2,960 
10,050 


20,420 


22.648 17,582 


May Jun July Lug 
2717 | 1,914) 1,486) 1,073 
1,906 625 | 1,497 970 
+122 2,887 3,454! 3,414 


6,294 | 2,992} 3,151 


8,008 


503 


22,079 | 14,186 11,685 | 10,486 


Total 
36,177 
14,574 
31,194 
84,589 


166,533 


7,506 
3,338 
327 


2,445 


4,090 
675 


729 


402 
2,293 
106 
620 


O04 58 


31 126 


12,666 | 26,160 194,588 





£N.Z. thousands) 


2. Receipts 


from Exports — by Countries, 1950 





| 
| 
| 
| 
Sutter 
Cheese 
Meat 
Woo 


Sub Total 
Sheepskins and 
Pelts 
Hides and Skins 
Rabbitskins 
Sausage Casings 
Dried and Pre 
served Milk 
Casein 
Meat By-Products 
Tallow 
Livestock 
Fish 
Fish and ‘Whale 
Oil 
Honey and Fruit 
Tinned Foods 
Seeds and Peas 
Timber 
Manufactured 
Goods 


Sundry 


Total 


United 


Kingd 


34,366 


846 
80 
904 


3,367 
501 
4&8 


2,110 


? 


62 63 
484 - 
234 14 

1,995 | 529 

11 267 


75 330 
360 153 


129,167 | 3,678 


Other | U.S.A 
Sterling 
Area 


2 


HY 


8 
45 
48 

l 


61 20 
168 94 


1,868 | 22,611* 


Belgian French Cer- 
anada | Monet Monet n 


Area Area SAE 


2 
83 
] 


9,246 


10.030 


34 
? 


? 


19 - ] 


4,519 3,440 | 10,415 | 4,933 


otal 


$6,177 
14,574 
31,194 
84,589 


166,533 


7,506 
3,338 

327 
2,445 


4,090 
675 
733 

2,293 
106 
620 


127 
627 
317 
3,268 
280 


493 
810 


194,588 





* Includes 


£615,000 from American Account Countries 


Bie. Shwe 





ANUARY, 1951 
VI—WEEKLY MONEY WAGE-RATES INDEX NUMBERS (ADULT , 


MALES) BY INDUSTRIAL GROUPS 


Base: All industrial groups combined 1926-30 = 1000. Source: Monthly Abstract of Statistics, Census and Statistics Department. 





YEAR ENDED 31st DECEMBER At 30th 
>ept., 
1945 1946 } 1947 | 1948 1949 | 1950 


Industrial Group 


Provision of :— 

Food and drink 1524 1533 1583 1678 1802 1929 
Clothing, footwear and textiles 1399 1464 1517 1601 1702 1856 
Building and construction 1377 1413 1478 1553 1650 1780 
Power, heat and light 1427 1474 1535 1616 1695 1814 
Transport by water 1739 1763 1780 1796 1898 2043 
Transport by land 2 1423 1460 1470 1579 1654 1770 
Accommodation, meals and persona 

service 1245 1326 1405 1475 1583 1674 


Working in or on:— 
Wood, wicker, seagrass, etc. 1418 1445 1535 1632 1725 1844 
Metal . 1469 1504 1560 1651 1745 1916 
Stone, clay, glass and chemicals 1370 1401 1438 1515 1599 1735 
Paper, printing, etc. 1484 1523 1602 1671 1773 1933 
Skins, leather, etc. 1393 1384 1441 1499 1589 1713 
Mines and quarries 1413 1445 1546 1647 1727 1862 
The land (farming pursuits) 1139 1259 1322 1470 1547 1714 


All Industrial Groups Combined 1100 1381 1434 1489 1588 1678 1819 





NOTE: The index numbers in this table are comparable both vertically and horizontally. Where board and/or lodging is a usual per- 
quisite attached to any occupation an allowance estimated to cover the value of such has been added to the money wage-rate. 
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*As at 30th September, 1950. 
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